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Executive Summary

Frederick Airport (FDK) has the potential to become a self-sufficient, leading executive airport
by focusing on increasing the number of customers and leveraging existing space and expertise.
The runway extension will increase the number of potential customers that can land at FDK, but
an improved online presence will attract customers who simply were not aware of FDK.
Frederick can also capitalize on existing space, in turn capturing additional revenue, by building
additional T hangars, which will simultaneously satisfy the backlog of customers waiting for
hangar space to rent.

Additionally, recommendations are to improve the airport

4 | PALS/UMD | FREDERICK MUNICIPAL AIRPORT: EXPANSION & BUSINESS DEVELOPMENT STRATEGY



The domestic airport industry

is a low concentration

(C4=24.2 percent) $22.2 billion

industry with a recent 5-year

growth rate of 2.7 percent, a

rate that is expected to remain

at this level for the next few

years. In recent years, the

economic downturn was offset

by increased corporate profits,

which kept airport growth

steady. It should be noted that

while the revenues are in the tens of billions for the industry, there is a total loss of $467 million.
Approximately 70 percent of airports do not break even.? The most profitable airports, and those
that account for the majority of the revenue, are the few major airports located in or near highly
dense urban cities. Smaller municipal airports have experienced large losses in recent years, but
are slowly recovering as corporate profit margins return.

The domestic airport industry is a low concentration (C4=24.2 percent) $22.2 billion industry
with a recent 5-year growth rate of 2.7 percent, a rate that is expected to remain at this level for
the next few years. In recent years, the economic downturn was offset by increased corporate
profits, which kept airport growth steady. It should be noted that while the revenues are in the
tens of billions for the industry, there is a total loss of $467 million. Approximately 70 percent of
airports do not break even.2 The most profitable airports, and those that account for the majority
of the revenue, are the few major airports located in or near highly dense urban cities. Smaller
municipal airports have experienced large losses in recent years, but are slowly recovering as
corporate profit margins return.

Another major economic driver for the airport industry is the price of crude oil, which has seen a

significant downturn since June of this year. This reduction in cost of oil can be leveraged to
increase the margin on oil sales to improve the airport
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industry. While this is convenient, the ability to help airport profitability is limited as stated on
the faa.gov site:
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Baltimore Metro Area Competitors

The two major competitors FDK faces in the Baltimore Metro Area are Baltimore-Washington
International Airport (BWI) in Hanover, MD and Martin State Airport (MTN) in Middle River,
MD. Both BWI and MTN are located within 15 miles of the City of Baltimore and are easily
accessible by major highways.

BWI is a major international airport that handles an average of 700 flights per day, with 80
percent of those being commercial flights. Signature Flight Support manages BWI. As a major
airport, BWI offers a number of services, including a variety of amenities to pilots: a number of
restaurants, showers and lockers, 24-hour fitness center, and full de-icing services. Passengers
have access to restaurants, rental cars, paid parking with shuttle service and public transportation,
including Light Rail, MARC Trains, and taxi services. With four runways ranging from 5,000 ft.
to 10,502 ft., BWI is designed to accommodate commercial aviation services that support any
size aircraft. BWI operates 24 hours a day, 365 days a year. While BWI operates as a major
commercial airport, it also handles storage for 70 field-based aircraft, made up of 47 single
engine aircraft, 16 jets, and 7 multi-engine aircraft.

Conversely, on average MTN
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military. This airfield also serves 248 Field Based Aircraft, made up of 208 single engine
aircraft, 30 multi-engine aircraft, six helicopters, and four jets. Onsite amenities include bottled
oxygen, private aircraft charter, flight planning center, pilots
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users via e-mail and mail. The development of a social media presence is also paramount for
FDK to reach a larger audience.

Branding

FDK currently has no brand to identify itself from other aspects of The City of Frederick. We
recommend that they create a brand by developing a key message that represents the airport,
cohesive graphics to be used by the airport, a color scheme, and a logo.

In an effort to project FDK
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Signage
The current FDK signage should be improved to help renovate FDK
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Expansion Strategy

Frederick Airport has an existing demand for 55 T hangar rentals that it should accommodate by
building more T hangars, in accordance with the layout guidance provided in the FDK Master
Plan. By issuing 20-year bonds at three percent interest, this would generate profits for FDK.

Overview

Per the results of the Delta Consultants report, it would cost Frederick Airport around $9.4
million to build 72 T hangars. If bonds can be issued at 3 percent to raise the capital required to
complete the project, the additional T hangars will result in profits for Frederick airport. There is
an existing waiting list of 55 people interested in renting T hangar space at Frederick Airport, so
the occupancy for 72 hangars would be 76 percent almost immediately.

If the recommendations mentioned in this report are implemented, it is expected that a significant
amount of additional executive traffic will flow through FDK. It makes sense that the interest in
T hangar space would also increase, making the 72 hangars a strategic option that would capture
future customer needs.

It is assumed that bonds would be issued to raise the capital needed for the T hangar project. A
sensitivity analysis was done to determine the impact of interest rates and the durations of those
bonds on the profitability of the project. It was also determined that a competitive rate for hangar
rental would be $700-$800/month. Our model does not account for the occasional increase in
rental prices that would naturally occur over the life of the bonds, which would have a positive
impact on the profitability of the hangars.

Financial Analysis

Assuming an interest rate of 3 percent, 72 hangars rented at $700 each would result in an overall
profit of $24,000/yr. The same interest rate and number of hangars, charged at a rate of $800
each would result in $110,000 per year in profits.

Hangar  Monthly Revenue Per T Revenue/year Debt Cost/Year Profit/Year

S Rent rates Hangar/Year
72 $700.00 $8,400.00 $604,800.00 $580,743.71 $24,056.29
72 $800.00 $9,600.00 $691,200.00 $580,743.71 $110,456.29

It should be noted that the sensitivity to the cost of capital was high. At interest rates of four
percent, the rental rate would have to be $800/month in order to generate profit. Anything above
four percent would require a rate that is unrealistic. The rental rates, as noted above, would
naturally increase over time and would make higher interest rates possible but, due to time
constraints, that analysis was not performed.

Alternative Use Strategy

Overview
As the primary executive regional airport in the Baltimore/D.C. Metro area, business travel will
account for the lion
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will have far fewer business travelers. Representing nearly 30 percent of FDK
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Jersey, over 150 nautical miles away.12 There are no public hot air balloon ports in a 200 nautical
mile radius.

Adoption of hot air ballooning may be difficult since Maryland does not have a balloon club or

hobbyist group.1® Many states have an established hot air balloon club, which is similar to a
pilot

PALS/UMD | FREDERICK MUNICIPAL AIRPORT: EXPANSION & BUSINESS DEVELOPMENT STRATEGY | 13



UAV price tags are similar to that of manned jet aircraft; Reapers cost around $12M and
Predators around $5M, but the technology may warrant additional airport security.

See Appendix for supplemental information regarding UAV/UAS.
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Appendix
Supplemental Industry Analysis

The Port Authority of New York and New Jersey Airport Facilities
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Supplemental Porter
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4.2 The airport industry has consolidated over the past few decades. Airports that have
acquired land in recent years have enjoyed stronger competitive positions due to the
potential for expansion of their runways. FDK is an example where the airport has
secured additional land and could expand the runway with further development.

Intensity of Competitive Rivalry
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foreign airspace for military purposes
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significantly in the past few years. Additionally, the Northeast UAS Airspace Integration
Research Alliance (NUAIR) is operating out of Griffiss International Airport in New York,
which is one of the six UAS test sites approved by the FAA.

Figure 2
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The figure below (Figure 3) shows that there have been 70 crashes since 2001, 15 close calls
within the last two years and that there are 110 UAV bases planned for development by 2017.
The UAV industry was in its earliest stages when these incidents occurred and as more drones
enter the airspace, the risk of these incidents will increase. Also or note are the relatively large
number of incidents and UAV bases around Maryland.

Figure 3

PALS/UMD | FREDERICK MUNICIPAL AIRPORT: EXPANSION & BUSINESS DEVELOPMENT STRATEGY | 21



Additional hangar bays and maintenance facilities should be built, or existing ones upgraded, to
accommodate the new types of aircraft. Control tower features may also need to be upgraded.
UAV price tags are similar to that of manned jet aircraft, Reapers costing around $12M and
Predators around $5M, but the technology may warrant additional airport security.

Figure 4
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